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Mr. Albert Grimes

Fresident

American Personai Communications
2212 Old Court Road

Baltimore, MD 21208-3432

OCear Mr. Grimes:

Baltimore Gas and Electric Company (BG&E) is a public utility engaged in providing electric and
natural gas services in the Central Maryfand area. As part of fts mission to provide such services, BG&E
operates its own microwave and fiber optic networks to support the voice and data requirements of the
Company. BG&E is also authorized by the Maryland Public Service Commission as an
Intrastate/Interexchange Carrier to provide various telecommunication services to non-residential
customers.

In the context as both an incumbent 2 GHz fixed microwave licensee, as well as a
telecommunication service user and provider, BG&E feels it can leverage its telecommunication assets by
supporting the FCC’s 2 GHz Radio Spectrum Allocation Proposal. Contrary to the opinion of many utilities,
BGA&E anticipates that PCS will provide the platform for significant utility business applications and supply
benefits which will enhance rather than encumber utility operations.

Under the FCC proposal. BG&E believes its 2 GHz fixed radio frequencies represent a marketable
commaodity that it is willing to sell or share in some mutually financially beneficial arrangement with a PCS
developer and to do so in a foreshortened time frame weil ahead of the proposed 5-15 year period
suggesied by the FCC.

BGA&E feels that American Personal Communications (APC) because of its locai origins, its
financial backing, and the reputation and experience of its corporate officers in the cellular telephone
marketplace wouid be an ideal organization to develop and expand these PCS / Utility concepts.

If suitable compensation and technical details can be negotiated, we are willing to work with APC
to demonstrate the viability of operating PCS in the 2 GHz spectrum on a co-sharing basis by offering our
frequencies as a test plattorm. The results of such tests would provide an industry benchmark and the
direction for further negotiation for license transfers or co-sharing.
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As stated above. BG&E feels PCS may offer an attractive and low cost method of communicating
with utility devices within the customers premises. We are anxious to explore a joint venture opportunity
with APC and Motorola to research, develop, and market such devices to the utility industry. | am looking
forward to meeting with you and your staff after the appropriate Non-Disclosure Agreements and Letters of
Intent are signed to firm up our strategy.

G. A Dieter, Supervisor
Planning & Development Unit
Telecommunications Department

GAD/slk
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ZEATLINE: Informaticn supernighways are under construction at Tany silsactric

3YLINE: Herpert A. Cavanaugh, Executive Editcr

BODVY:

Electric utilities have the most critical private-industry need fc
"real-time” communications in the naticn, placing great reliance on extensivsa
internal communications systems to monitor, control, coordinate, and protect
~heir cperations. For this reason, advanced utility-owned and -maintained
telecommun-icacicns systems rival, and in many cases exceed, the systems
operated by ccmmercial communications providers.

In fact, the sheer size, scope, and sophistication of utility
telecommunications systems may have vaulted the industry into a major role in
the development of the Clinton administration’s national informaticn
infrastructure (NII) -- the so-called "information superhighway," a national

broadband voice, video, and data communications network linking homes, schools,

raries, hospitals, research facilities, and businesses.
Superhighways. But according to statistics compiled by the Utility
Telecommunications Council (UTC), Washington, DC, electric utilities already
nave information superhighways of their own, with over 43,000 private
land-mobile transmitters, representing an investment of over $ 4.3-billion;

approximately 7000 point-to-point microwave stations for an investment of over S

Z.2-pillion, and more than 1700 point-to-mulcipoint microwave stations worth
cver S 330-million. Further, it’'s anticipated that over the next five to 10
vears, utilities will double or triple their internal radio spectrum
requirements. Propelling this demand will be applications such as private,
rand-mobile radio, distribution autcomation, and data-communications
regquirements. In addition, utilities have installed over 8000 miles of
fibercptic cable, for an investment of over $§ 300-million (Fig 1).

Quick decisions. There is one overriding design objective behind these
capital expenditures on telecommunications egquipment -- especially now when
"competition" is the modus operandi, the customer is the driver, and business
decisions must be instantaneous.

Observes George A. Dieter, supervisor, telecommunications planning and

support services, Baltimore Gas & Electric Co (BG&E), "Very simply, the ultimate
goal of any electric-utility telecommunicaticns network should be to provide cthe

most reliable service at the lowest possible cost." Distribution automation.
Electric utilities recognized the importance of telecommunications early in

- ~ir history, notes Dieter. "At BG&E, we have copper cables dating back to the

Js. These were used for our own telecommunications system to support our core

pusiness, because we recognized that we could provide better internal
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_lt Zirer. ZG&E also is Lntersstsd Ln Tnhe sexterna. side o2
—elecommunicaticas. The utilicy nas 2 222-mi fipercptic Telecommunicacticns
supernighway -- a3 fiber ring -- That ssrves sxXternal zusiness cppeortunitias as
well as 1ts 1ntsrnal systems. 'Cn nhz =xternal side, we are _=2asing capacity --
"lit Ifiker,’ vatner zhan darx Iizer., ' o2 savs, cbserving that about nali zhs
nighway 13 on The Iransmissicn SYSTUST 1o crtical Jground wirs, and the cther nsl:
is divided Up among disctributicn pclss, and underbull on transmissicn lines.
"We _=2ase tne Iiber to companies That want -C avold access charges by the local
zelepnone company for long-distance calills, and contract with large kusinesses ::
axtend cur IZIlber system ontc theilr gremises and ccnnect them t©o their
long-distance carrier, bypassing the Lccal :telephone ccompany. They go from the:ir

cremises, O BG&E, To Metropolitan Fiber Systems (MFS) -- with whom we have a

tnershir arrangement -- tC the carrier. We do business with government
«_stems, and credit-card companies, zand are presently courting some fanks.
Turther, we have a partnership with MFS and haul some of their voice and data
zrafiic, too.

"We criginally buil: che rpackbone system as a large, private, Lnternal
netwcrk fcr cur own use -- for protective relaying, and for cur internal vecics
and Zata nseds covering electric cperations, oilling, =tc," e says. "We cwn L1
?BXs atc 31 diffzrent sites that are _inked tcgether gy fiber zand microwave,’
Zietsr azdds

Yetworking. 2G&E has a "lot c¢f rapidly expanding local-area and wide-area
network ccnneczivity," and growth in distributed computer architecturse that nesad
"seamless connectivity through our kackbone network, o2 accommodate BG&E
applicaticns such as energy management and automated mapping and facilities
management _AM/*M]. These are now done by leased telephone lines, tut will re
switched cver -2 our internal system. Wde also carry part of cur 800-MHz mobl
radic craffic cn it. All this will place a greater demand <o our fiper
systam," he savs.

4=

ZHz upset. Zesides the fiberoptic highway that it constructed in 13986, 3CG&=
slsc has a poinz-to-peint analog microwave system it Is converting tc digital --
with gocod reason. In 1989, Dieter says he recognized that with the advent cf
digizal rcersonal communications systems (PCS) to ccmpete with analcg cellular
tecnhnology, B3G&E would probably lose its reliable 2-GHz freguencies £o
-~ inc-to-pocint voice and data communications.Reason: The Federal Communicaticrns

mission FCC) indicated that it wanted tc put the new hign-tech phones on tns
Hz freguenciss, raising the possicility that they would incerfere with
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Cigizzl Locr. 'Cur analcg sSYsSTeT was 2- Usars cL2 o
Zww3Y, " Savs Zlstsr. "IT Wwas gretil well lcaded Ur. 30
2nTIrs N2TwCr< archlTecture and I1gUrs oUT WARYE we wWaYy
what w2 r=2ally n=2dsd was & ssariss oI digital lzops. Ve
3 cenzval _-cp cowplescslv ¢l fiker, znd hybrii nocrtharn
cnstructea oI Iilger and nign-capaclty, liT-megarit 2igic
_2CTs ar¥e nIWw CCInna2cIed 3T Two sites and Icrm BG&E's fackpena
15 majcy fycrertIiss. AL fhe pressent Tome, IZur 20C-MEz systenm
Zna.cg LOLnIT-ITC-CCLnT microwave, Sut iS5 we convert o cthe dig:l
Toving .awayv from) i1z

Inctruders. Acccording to Jsffrsy L. Sheldon, zZeneral counss
Ttilicies Tzlecommunications Council TUTCY, FCZC grancad PCS L:
2-CHz Iresguency rcecause 1t was sigser o Icster new Tachnology.
She>.dcn, "7CC has indicated that under o CcLrCoumstances can -h
incerisrencs zc an electric-ucillizy microwave system. 1f thers
~icensee would nave o pay the utillTy TO move to ancther freg
zcmmunlcaticns system. wWhen tne naw _lcZensees come 1nTOo & Uutil
tnherr systams,'" he continues, “tThey will nave LT 4o This withco
_nterIzrencs to the utilicy’s nmicrowave system. £ zhey can’:
w1lZ nave =2 discuss with the utilizy now they can move 1t tco
microwave cand, cor install Ziber cptics for cthem, opening up a
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Since o PCS licenses are 1ikely to be granted until next fall and FCC

—ing together rules on aucticning oiff the frequencies, "nothing can
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- at least a year," comments Dieter. He reveals that BG&E Is now scarting, =z

it

vart cf its load-management system, 3 one-year pilot comparing a two-way,
autcmatic Teter-reading radio system and a cne-way, N-scan, meter-reading
system. "We are also doing some distribution-automaticn feeder switching,
go to 4§ GHz,
some other area

notes, adding that "If we do vacate zhe 2-GHz fregquency, we’ll

wnich isn’t much cf a problem here i Maryland. It cculd be i=n
~houga."

informacIon

the sw

Tampa Zlectyic Co’s (TECO) C- gg thlers, 7ice president =3
zachnolcgy sngineering, says that nis company has already made

0 £ GHz (Fig 2). "We haven't had that much cf a problem wich six. If
z ‘t before mest

Joing ZC be cne, we would definitely experience
.Tamra has peen called the lightning capltai of
3Hz, -hen we would start having problems."

Nightmare. Ee cbserves that "If ZCS does show up across =i
orovided by as many as seven phone ccmpanies in a single cicy.

cn an electric utility’s infrasctructure 1if iz has to supply tcle attacnment
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severn new cvroducers whose micro cells have to be interconnected? Will
cppcrtunity, <or a tremendous increase in operatiocnal costs, fecause cf ‘ag

alone. To move a pole takes forever. CZoordination will be a ni

g

htmare.

cropcsed solution o this is building a common fiber ring 1n 1Is serv
terrizory and leasing space on it tc FCS "and anyone else whc needs :

communicaticns services. "

Mobile radio. Many utilities, of course, operate their cwn private mobils
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oupllc utllizies, How Util_lties Use Radio, SV burcrd Goff % Assccizzas T--
z2s In:z,

- T

~_umbiz, EC
. - \ - Y- - - - 39 ~  oe
~ .- Many uziliztle S Useé mMCYe Tnan cne raadl:l systam, lncludi
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DOrIal.2 UnlTsS. Wnl.2 cne systam 1s used fcr general Vummun;:a:;:ns,
Jeglcated TS sSpecla. unctions -- such as 1lcad management, T2
SigrnaLlng, CCWerrlant CrerYatlicns, and rtackkecnzs cr inmrcarcorna
IMECrTantT UusSe CI Ya4dlZ 1S IZY ccntycl ¢ emergensy coerarion

-- Volce radic systems, which ars used ¢
Taintenance orders, are very evenly Zistribu

d in the four radic- Cive

ancT,
pands allocated by the FCC: 23% of the 36 utilities in the study use VHF _ow
cand (30-75 MHz); 23% use VHF high kand (130-175 MHz); 23% use UHF low pard
1410-470 MHz), and 23% use UHF high rpand (800 MHz-1 GHz). Some 7% of =-he
respondents use microwave .greatar than 1 GHz) .

-- The number of mobile units used varies almost linearly with gecgrapnic
area covered, up to 30,000 mi2. The average mobile density is cne for -5 mi2 of

coverage.

-- Only one—thlru cf utilities currently carry data on their radic systems
-- used mostly for lcad ccntrol.
-- Utility radic systems are highly reliable -- average system raliabili=zy

is 97%.

-- ExXcluding customer relations, two-way radio is second only to the
"ephone as the primary method of utility communications -- 25% use radio as
wot Primary method.

-- Within the next two years, six out of every seven utilities will modify
their radio systems to improve communications, reduce costs, or provide bettsr
control of their operations. The increased use of mobile data will be the most
significant change in the future of utility-based radio. An increase in the use
of remote meter reading is also expected.

Buford Goff says it is presently under ccntract o Consumers Power Co tc
provide engineering services for the design and implementation of a new 800-MHz
trunked radio network for the utility. This project covers the entire lower
portion of the state of Michigan. It involves implementation of a mobile data
conduilt to allow high-speed data transmissicn to the mobile radio fleet while
maintaining voice communications for dispatching. It involves 2500 mopbile radios
and is estimated to cost $ 22-million.

Another project involved the planning and implementation of a two-phase
backbone microwave system for the Allegheny Power System, toc carry veice, data,
and radio ceontrol circuits within three electric operating companies’ service
areas. Phase I included installation of a microwave lcop system consisting cZ 32
hops of 6-GHz and 2-GHz microwave equipment located throughout Pennsylivania,
Maryland, Virginia, and West Virginia. Phase II of the project involved radial
extensions off the backbone system encompassing 41 additional sites, which cover
the remaining operating companies’ service areas. Also included in Phase II are

“ree fiberoptic extensions of the microwave system into generating plants.
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Tanillaz music. Zatastrorhlc svents IrXrcm Lle SICYMS O 2arYTAJUaEKSS fave Lo-o

demcnstratad tne nesd fcr utillitiss o own and Ccgerate thelr cwn intevnmsl )

smunicatlcns swsTams and 2tilliziss, such as Datroit Zdiscn T IS, Solumous

Zhsyrn Fower o I5P:, and Nortneast Uoilliziss NTU, have racenclos i-z-z s
:'T“."‘:..q.aﬁ. B R Y e T et mme e mpe e i - ; f-._ SR -T -
CUTTLNg-208E TCOTMMANITAtlIOnS TECnnCLCgies T2 auIlnmatlzanLly give guick fixss --
suTags LICaTic Whnan CUSTomers call in o reperi zhem -- and -o enhance -na- o
zusTomar-serL _mages. "There's ncthing that will Tarnisih the image -° 2
scillTy IZastear an 2 20-min busy signal Izllowed Ty WO MOUYS oF vanilla mus- -
wonen a CJUsSTtCmer 13 Trying I YSpcrT a nIghTILTe CoOwSY 2uTage in Srigid wescrhao
comments cne industy, cbservar -

Cutage analysis. At DE, company cifiicials buil: 3z "best-in-cliass”
celeccmmunicaticns facility o reduce the "kusy" signals that commeonly greset Tias
—nousands CI Customers trying Lo r2port power outages. The utility spen nt s
ll-millicn con centrallizing t2lepncne cperaticns and turchasing stace-cf-the-3rs
zgulpment tnat could cdrastically incrasase the volume cf customer calls durinz
regular fusiness hours and In emergency situaticns. 211 telerhone cperati::s 3r=
now centralized In a single suburzan ccation, where a voice-response unic  VRT
operates 24 hours a day and prccesses trouble calls directly into the utilizy's
computerized outage-analysis systam, and then to dispatchers. The system arsc
2pdatceas :us:cmers on when rastorztlcn 1s expected. further, zhe number of
zelepnone trunk lines was ilncreased Irom 212 tO more zhan 13200 and the number <3
nceming paone lines from 288 tc 13536

Footprint. CSP also has a new telephone answering system that solves the
oroblem of "veak lcads on the telepno‘e lines." CSP spokesmen say it virtually
eliminates busy signals and provides fast answers for customers. Developed with
T =nty First Century Communicaticns Inc, Columbus, Chio, the system provides

e capability to handle cverflow calls during widespread outages, and quickly
*e€ords and tracks phone calls to give utility dispatchers a "footprint" <f the
crcocblem areas.

Computer dialers. At NU, dramatic advances have keen made in its
customer-communications system. Accerding to Tod O. Zixon, NU's vice p*esxae“-
o ;n:cvmation resources, computer dialers were installed tc cut downtime cn
Tredic and :ol‘eﬁtions, and 800 numbers are used fcr all calls not directed :z:z
i: ccmpany individuals. Further, the customer-service number will soon ==

specl
zied In Southern New England T=lepnone Co’'s intrcduction of statewide

into
autcmatic number identification (ISDN). With this new technoclogy, a customer
3CCCuUnt appears on the customer-service representative’s information screen as
soon as the rep picks up the phone. Customers do not have to begin the
conversation by stating their names and addresses, since the computer has
already identified them by their phone number.

NU alsc is automating outage reports with VRUs chat use ISDN to plﬁDOlnt “ne
location of customers when they phone the utility from their homes during rcwer
sutages. This allows customers t£o report outages without speaking to
-ustomer-service representatives. The system also ccmmunicates restoration
information to custcmers, along with an estimate of how long rower will be ocuct.
Ahen fully implemented, the system will allow NU to answer up to 672 calls
simultaneously.

With the multiplicity of new applications, however, can arise an unforesee
and for candwidth. "NU’s demand for bandwidth is growing several times fast
-4l we anticipated," he says. "In fact," he continues, "the bandwidth that

o

P
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cur ceople are _ocoking for this year 1s three times greater than we cravisus.-
==+ planned for. The pig reason fcr zihis is our imags applicaticns, zspecisz  --
ne custcmer-service arsa. We do multiplexing 2 tha point whers va mava o=
Txwdo [Zive videc-conferencing sites., data, and voics on all the sams Sisi-=2o
circuics and use frame-rslay ni lons crotcoccl =gulipment at 23 o ~uyr
sites =o deliver the pits/sec.

"Zuring Tnhe nexXt Ihres mentils, we are going o ulld a vary hizn-scesd
ssynchrcnous transisr mcce (ATM) netwcrk and piggyback evevy::i:g “sgether on
it. ATM runs only on digital circuits, which are virtually errsr freé, SO zhers
is wexry little errcr correcticn. This permics us to g2t a graat d=al —ore dacsa
—hrcugn and meet cur bandwidth demancas. The ATM ’'pipe’ is a very tig and wide
communicaticns vath, and when it reaches the end uniz, it fans cuc =o serve s_._
“he end users." Incidentally, he says, "all cur sites are linked ty Ziber,
digital microwave, and leased Tl communicaticns lines to ensurs more than 170%
redundancy in cur communicaticns sysztem."

NU is in the process c¢f rs-engirnesering, and tealeccmmunicacions plavs a
critical role in it, implies Dixon. "The ability to communicate is inherent in
almeost every company redesign we think about, and the availability of data as we
move more and more intc a competitive envircnment 1s going to pe vital o cur

survival."

Added value. "A utility’s communications system needs to pe evaluated on the
totality of the services it can provide, and particularly on its ability to
enable it to get closer to its customers," comments Paul Spaduzzi, an Atlanta
(Ga) -based utility marketing consultant working in interactive

rcommunications. "Interactive communications systems allow the uctility to

r~_71de new services to its customers, and to segment its market."

Adds Dieter: "It is only in the past several years that uctilities have
recognized that they have a lot of expertise in teleccommunications that could ce
wed to the gocod relationships they have with their customers. We realized that
there is more we could do for and with our customers if we cculd communicate
with them -- not by Jjust sending a bill every month, but by actual two-way
communications involving such value-added services as real-time pricing, or
appilance diagnoses and controls."

Customer choice. One example of an advanced utility telecommunications
project that demonstrates the value ¢f adding interactive information-carrying
capability to utility lines, is an Entergy Corp pilot project going on now at =3
residences in Chenal Valley, Ark. Called "Customer Choice 2000" and jointly
developed by Entergy Enterprises Inc and First Pacific Networks (FPN),
Sunnyvale, Calif, Powerview is a high-speed, real-time, intelligent electronic
demand-side management (DSM) system, using standard communications protocols,
giving custcmers greater control over electricity use, and providing a constantc,
interactive communications link between the utility and its customers. Sponsored
by Entergy Enterprises -- the unregulated Entergy subsidiary chat owns 9.95% c:Z
FPN -- and joined by Sprint Corp, and Honeywell Inc, Minneapolis, Minn, the
nomes on the Powerview system are linked to the utility through its 700-mi-long
fiberootic installation and its coaxial cable networks, enabling customers tc
automatically shift electricity consumption away from peak-demand periods.
© -ergy also uses its "fiber backbone" internally for billing and other
nunications purposes.
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Hard DSM. Describing the system’s genesis, XKing says that "a few vea
we were looking for the best verifiaple, 'hardened’ ISM program we could
pecause we had real concerns about ome oI cthe DSM activities that were g
around the country. They were wnat we call 'soft,’ because their effective
could not ke quantified Sat‘S'a::cr;-y. FPN, we evenrually discovered, nad
—elecommunications technclogies that showed real promise. We =ntered into
negotiaticns with them, and Zcintly modifled their technology to acceomplish wrhat
we wanted tc do."
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Dark fiber. Xing says the saving toc Entergy from the resulzing DSM
activities will more than offset the total cost of installing the Powerview
telecommunications infrastructure. "It was cheaper to build ocur communications

‘rastructure, which is primarily fiber optics, than it was to build new
«. 2rplants to satisfy demand. 3ut the real kicker is that you only need about
3% of the system’s capability to do all the DSM and other electric-utility
operaticns. So, 95% of our telecommunications infrastructure will be dark fiber
-- unused This means Entergy will be marketing that cther $5% to try to
optimize the use of the system. We will sell that space to whomever needs
communications, ranging from home security and home shopping T telepnone
service and entertainment."

rootprint. Meanwnile, the 5% Entergy does use will be doing a lot Zor the
1zl1licy side of the business, e says. "For example, 1t makes autcmated meter
reading very easy. It allows icemized billing in which we can identify the
Zootprint [electrical use pattern] cf 37 different appliances. It gives us
remote on and off capabilities, provides power on and off indicators zhat let u
Xnow -- at the same time as the customer -- when there’s an cutage, and through
data-processing equipment feeding back to us, locates the device that'’s causing
~he problem.

"But all of these are side tenefits. The real economic drivers are the DSM
activities, such as real-time pricing, appliance disconnects, and other optimal
smart-nome energy contrcls using power-line carrier, ATM interface devices, and
special-purpose 286-processor computers. With this telecommunications system,”
Xing continues, "we can communicate with every customer on the system within 12
seccnds. In other words, the amount cf electrical load that is running out on
our system and that powerplant dispatchers have control over will be monitcred
-4 uvpdated every 10 seconds."
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Video programming. ”Our ultimate telecommunications aoaT is

giving cur
~istomers the very pest real-time demand-side and cperaticnal mercveie“:s “na-

can come up with," he says -- "creating custome ommunlcatlons and servizes
»AC nC one else can match, thus greatly enhancing cur competitive posicion, -
example, we have the capability of doing video programming t2 communicare wi=n
speciiic customer segments, and we can do rsal-time pricing on each i:div;:ua;
residential customer -- eventually doing the same with our commercial and
industral customers.”

Field of dreams. "When we complete this system," he declares, "i: will an

information superhighway for which Entergy has a real need and for which ch
is already a market. It’'s not that way with the telephone and cable ccmpani
however. They may be talking about kbuilding information superhighways, but
are bkasing their discussions on a field of dreams -- markets that have not
developed. What they are saying among themselves is: 'If we build itc, chey
come.’ Entergy can ruild its superhighway for existing markets and it won't
require government subsidies, accelerated depreciation on existing telephone
egquipment, or rate increases. In fact, it will lower electric rates."
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Deep pockets. Cne utility cbserver, who says his ;-beroptlc system is
in cost to "a third of a 'good-size’ fossil-fired powerplant," cauticns that
"just stringing the fiber costs about $§ 30,000 a mile, not counting the
electronic end devices -- which would double the cost. The moral is that if you
are going to spend millions to install a fiber system that is practically
limitless when it comes to carrying information, be sure that there are going to
be enough applications to run on that fiber to make your investment worth it,
and that someone else with even deeper pockets than you doesn’‘t parallel your

ve and compete against you.

Second entry. Entergy is not the only utility that will be using FPN's
Powerview product. The Southern Company says it is buying 3500 units of FPN's
Powerview product with an option to purchase 5000 more, for testing in the
utility’s service territory. The utility also says it will purchase a technology
license from FPN, paying an initial license fee installment of $ S-mililion, and
will assist in further development of the product. The utilitcy, which also has
advanced DSM and automatic meter-reading projects going on at Gulf Power Cc and
Georgia Power Co, respectively, intends to match Entergy’s stake in FPN by
acquiring a 9.95% interest in the firm.

The Southern Company has also formed a non-regulated wireless company that
1s putting in an 800-MHz trunked mobile radio system throughout its service
area, where it will use a combination of microwave and fiber for the utility’s
operating companies and, with Securities & Exchange Commission approval, to
buginesses in such areas as the public-safety sector.

Joint ventures. "The main thing we are trying to do internally as far as the
wide-area part of our backbone network is concerned," says M. Euel Wade, senior
vice president of Southern Company Services and chlef information officer of the
the Southern Company, "is get a fiber infrastructure built that will give us a
two-way feed to all of our major powerplants, division offices, and corporate
headquarters. We are also doing the same thing with our local-area networks,
putting a telecommunications system in place to implement our client-server

~chitecture. One major application -- human resources -- is up and running on
e client-server network now. The next application will probably be customer
“sérvice. We have about 600 miles of fiber left to install to do all this.”
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"Whaz we ar o
iata, “cice, and video se
Thycughcut sur custcomers’ and
tning we nave decided is that
istcmers 1s a strategic
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away. Certailnly," he con
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Massive. Wade 1s part of a
cia

izals recently to discuss the impcrtance of their
/ing & major role in the develcpment of the nation’s informaticn
ructure. The group explains that since electric utilicies are already
ne cf the most massive and sophisticated teleccmmunications systems in
che world to monitor and control energy demand in the US, and since utilities
nave =xtensive experience in deploying fiber and operating advanced mobile radic
systems, they would be invaluable in constructing the NII. Adds Edison Electric
Institute’s Walker F. Nolan, "electr:ic utilities already run a separate wire to
virtually every home in America. Many have already made substantial investments
fiber optics [with] significant capacity that could be used for different
m_<TCsSes."

No common carriers. The visit appears to have had an effect. In a December
1993 trial-balloon speech at the Naticnal Press Club in Washington, DC, Vice
Sresident Gore referred to "utilities’’ as players in the NII. In Gore’s speecnh
on Jznuary 11 at the University of Califcrnia, he specifically mentioned
aleczric uctilicies as players. "It took a while time o get that word ’'electric’
in There," Entergy’s King advises.

"We certainly want o play a role in the NII," Wade informs, "but we are =nct
sure right now what that role is. What we are sure of, however, 1is that we don’':
want -2 be labeled as common carriers and be burdened with their restrictions.®

What Gore said in his address on January 11 was: "The pressure of
competrition will . . . drive continuing advancements Iin technology, quality, and
cost. . . . To take one example of what competition means, cable companies,

long-distance companies, and electric utilities must be free to offer two-way
communicaticns and local telephone. To accomplish this goal, cur legislative
vackage will establish a federal standard that permits entry to the local
celephone markets."

In the game. Dieter says, "We certainly would like to play a part in the NIZ
if iz's voluntary, sensible, and profitable. Such a highway may be a good
alternative revenue source for BG&E -- a way of interacting with our customers,

i a way of improving our own internal service. Utilities can play an 1mportanc
.e providing a large part the backbone, but the industry has to get together
X4 make sure that Congress does not keep it out of the game. It's a great
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cprcocyTunlty, Zut the window won't e cpen fcr long.®
Zroposed _=gislaticn. There is I Trcposed L=gis_aticn ncldinms -z

M=/Zcws cran Sy now. In the last I Congress, then S=n Al Gors a=4 ca-
lznrazd Zurns  F-Mont: ccsponsored ¢ structures Modernizaticor Bill 2
~22C , aimed at mplementing a broadrand CCMMUNICATISNS NeTWOrK with an smphas:
cn IlZer CZrIlcs. As Vice President, Zore 1s nesadlng LT an inTar-governcarn-s”
igency TasK IIZrcs Tnhat s Ioccusing on the dsvelcpment of thas NII. CTurvens e
tners is a pill Ln the Ssnate, citlsed che Talscommunicaticns Infrastruccura L--
3 17386, ana there are -wo pending =Zouse c£llls: The Naticna. Zommuni-carcionsg
Tomretiticn and Informacicn Infrastructure Act cf 1283 {HR 2536), and =he
intizrust Refcrm Act of 13982 (HR 2628}, all zthree of which are aimed z- -vrsz-:i-

1 infcrmation infrastructurs

b .. Linemen install Ifiberoptic cable at Facific Gas &

S c above) and Bostcn Zdison Co (right:. Companies like PG&E z-3
Zcstcn Zdison are deploying fiber oc:;cs more and more as part of their
"packbone" :ommurlcatlons system along transmission raths and cetween

supstations. US utilities have already _“stalLed over 8000 miles of fibe
D - an investment of cver $ :IC-million ; Photcgraph: Wade: Getct:
:h superhighway ; Photcgraph: 4. Farallel highways -- one Igr autos, “he cther
' ation -- span rFoxXx River in Zreen Bay, Wis, ZIar below Wisconsin fublic
:erv:ce Ccrp lineman Walter Hoeft, wno bkalances on chicken ladder atopr 300-f:
~ransmission tower, readying helical-wrap machine for installation of
nigh-capacizy, 100-mi, fiberoptic, voice, and data telecommunications link

=

;

“Ylustraticn: Diagram: 2. "Our vision for the future for our telecommunicaticn
em is ‘=asy access to shared data,’ says Gregg Ehlers, vice president of

SwCrmation and technology engineering at Tampa Electric Co. He adds chat "we'res

4%}

1

=

ﬂorx-“g on getting rid of a lot of the vertical communications systems that were

ouilt at TECO, and producing an enterprise-wide information network (above).
We'w=2 moved to a fully digital teleccocmmunications network -- a primary,
28-ccunt, _inked and cross-linked fiker backbone of 150 miles. It’s all Llceop
—echnology and without cost to TECO because of unique partnering opportunities
we nad with local bypass companies. T"hey bought the fiber; we ZiInstalled ic,
~ainzain 1z, and lease iz back to them so they can use 1t fcr their
soinz-to-pcint communications services in Tampa" ; Photograph: 3. The saving
u ‘ ew DSM system more than ofisets the cost of building Entergy’s
nfrastructure, says Jack L. King (left), rresident of Entergy

1ses. "The real kicker is that we only need about 5% of the

infrastructure’s capac1ty for DSM and other operations. Entergy may be market:ing

5% to services ranging frcm home shopping to entertainment’

¥¢)

~he cther
_ANGTUAGE: EZNGLISH

_OAC-CATE-MDC: February 24, 1994






January 25, 1994 é

Chairman Reed Hundt CTIA
Federal Communications Commission

1919 M Street, N.W. Room 814

Washington, D.C. 20554

Re: Ex Parte
Docket No, 93-252 (Regulatory Parity)

Dear Mr. Chairman:

The attached White Paper, Whar [s A Commercial Mobile Service Provider?,
addresses the question of what constitutes a commercial mobile service, and how such
services should be classified and treated under the provisions of the Omnibus Budget
Reconciliation Act of 1993.

Congress has made clear its intention that services which look alike to customers
should be treated in a like manner. Thus, commercial mobile services inciude both
mobile services that are "provided for a profit and make[] interconnected service
available" and their functional equivalents are substitutes for one another and should be
classified as commercial mobile services and regulated in a like manner.

The White Paper reasons that the appropriate tests to determine functional
equivalence are product substitutability and customer perception.

The paper concludes that by relying on a broad construction of the definition and
by treating both these services and their functional equivalents as "Commercial Mobile
Services," and by applying regulatory forbearance to such services, the Commission will
limit regulatory gamesmanship and properly focus licensees’ energies on competing on
the merits in the marketplace.

By so doing, the Commission will provide new opportunities and incentives for
such providers to offer innovative and efficient services, and foster a competitive wireless
marketplace.

Very Truly Yours,
Thél?vvheem

Attachments

Cellular
Telecommunications
industrv Association
1133 21st Street. N
Third Floor

Washington, DC 223
202.783-0081 Telepnone

102-785-0721 Fax

Buliding The
Wireless Future -

Thomas E. Wheeler
President:CEQ
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What Is A Commercial Mobile Service Provider?

The Omnibus Budget Reconciliation Act of 1993 created a new classification system for
mobile service, defining two broad general categories: Commercial Mobile Service, and Private
Mobile Service.

A new section of the Communications Act defines Commercial Mobile Service as “any
mobile service (as defined in section 3(n)) that is provided for profit and makes interconnected
service available (A) to the public or (B) to such classes of eligible users as to be effectively
available to a substantial portion of the public, as specified by regulation by the Commission. "

The Communications Act was also amended to provide the following definition of
“mobile service":

"Mobile service’ means a radio communication service carried on between mobile
stations or receivers and land stations, and by mobile stations communicating
among themselves, and includes (1) both one-way and two-way radio
communications services, (2) a mobile service which provides a regularly
interacting group of base, mobile, portable, and associated control and relay
stations (whether licensed on an individual, cooperative, or multiple basis) for
private one-way or two-way land mobile communications by eligible users over
designated areas of operation, and (3) any service for which a license is required
in a personal communications service established pursuant to the proceeding
entitled 'Amendment to the Commission’s Rules to Establish New Personal
Communications Services’ (GEN Docket No. 90-314; ET Docket No. 92-100),
or any successor proceeding.?

What really consritwtes a commercial mobile service? 1t is undeniable that all current
common carrier mobile services, such as cellular and common carrier paging services are CMS.
But Congress also made it clear that its intent is to ensure that services which look alike to
customers will be treated in a like manner. Thus, Congress directed that all functionally-
equivalent services would also be treated as CMS. For example, as was clearly stated during
mark-up, CMS is "broadly defined to include PCS, and enhanced special mobile radio services
(ESMRs), and cellular-like services."?

In keeping with this Congressional mandate, CMS should not be construed as a narrow,
fixed set of services, such as "cellular-like." Such a narrow construction would both invite
regulatory gamesmanship in order to obtain artificial marketplace advantages and risk rapid
obsolescence as new mobile services and technologies develop.

'47 U.S.C. Section 332(d)(1) (1993).
247 U.S.C. Section 153(n) (1993).

3Rep. Edward J. Markey, Statement at the Mark-up of Budget Reconciliation, Subtitle C Licensing Improvement
Act of 1993, H.R. 2264 (May 11, 1993).



By relying on a broad construction of CMS (which already includes, under PCS, "a broad
family of services") and by treating both these services and their functional equivalents as CMS,
the Commission will limit regulatory gamesmanship and properly focus licensees’ energies on
competing in the marketplace on the merits.

What Are The Tests For Commercial Mobile Service Classification?
There are three tests for determining what is a Commercial Mobile Service (CMS).
These tests include:

L 4 that service is provided for a profit.

¢ that it makes available interconnected service, i.e., services interconnected with
the public switched telephone network.

¢ that it is available to the public, or a "substantial portion" of the public.

These tests are specified by the Omnibus Budget Reconciliation Act, and are generaily
consistent with traditional tests of common carriage as incorporated in the Communications Act.

What do these tests really mean?

"For Profit” Service. The "for profit" test distinguishes purely internal and integrated
non-commercial services from for-profit equivalents of CMS. Defining the test broadly to
include services which may have components (such as interconnection) which are resold at cost
will avoid any incentive to develop artificial distinctions in order to create and exploit regulation-
based advantages in the marketplace.

"Interconnected” Service. Interconnected service should be defined as a "service that
allows a subscriber to send or receive messages over the public switched network." Attempts
to impose fine distinctions predicated on such criteria as “real-time" access or customer control
are fraught with the risk of encouraging companies to create artificial and unnecessary features
in order to exploit differential regulatory treatment. The straight-forward definition will allow
technology, not regulation, to determine the most efficient serving arrangements and network
configurations.

Moreover, such artificial distinctions rest on a fragile assumption that, for example, a
store-and-forward capability somehow transforms a commercial or "public” communications
service from common to non-common carriage. Under such a construct, would telegraphy have
been classified as a common or private carrier service? What of a publicly-offered electronic
mail or other record service, would it be private or common carriage?



Similarly, efforts to establish quantified thresholds for interconnection as a basis for
classification risk imposing unnecessary costs and reporting requirements on all providers --
commercial and private -- for minimal customer benefit. Assigning different regulatory status
on the basis of differing types of interconnection also ignores both technological developments
and invites regulatory gamesmanship, risking distortion of the marketplace and of the technical
configuration of telecommunications networks. A far better, and simpler, solution is to classify
all interconnected services as CMS, and subject them to regulatory forbearance, eliminating the
incentive for gamesmanship and technological inefficiency.

"The Public” or "Classes of Eligible Users.” The Conference Report makes it clear that
CMS includes services available to "broad or parrow classes of users so as to be effectively
available to a substantial portion of the public."* This is consistent with the courts’ reading of
the common law test regarding carriers, which relied upon a "holding out" of service to the
public -- and not the size of the potential user population -- as the test for classification.’

System capacity, service area size, and location are nrotr appropriate tests for CMS
classificaton. While they may serve as technical or geographic limitations on the potential user
population -- the same tests would not be regarded as proper for the classification of other
telecommunications services or providers. For exampie, that an SMR provider may serve
12,000 users does not render it any more "private” a service than would a rural or cooperative
telephone company’s 10,000 wireline users render it a private or non-common service provider.

Any SMR services which satisfy the tests for CMS classification or which are the
functional equivalents of CMS should be classified as CMS. SMR services which do not provide
interconnection, which are not provided to the public, and which are properly not the functional
equivalent of CMS should be the only SMR services classified as private mobile services.

What Obligations Fall On Commercial Mobile Service Providers?

The Act has been amended to indicate that CMS providers, to the extent they are engaged
as CMS providers, are to be treated as common carriers under the Act.® Thus, they are
obligated to furnish service upon reasonable request, charge just and reasonable rates, and
practice no unjust and unreasonable discrimination. But, as is indicated below, this resuits in
no new burdens being imposed on how such providers conduct their business. For exampie, the
House Report clearly states that the Commission may find that "commercial mobile services need
not be tariffed at all."’

*H.R. Conf. Rep. No. 103-213, 103rd Cong., lst Sess. 496 (1993) (emphasis supplied).

SSee Nat. Ass'n of Regulatory Utility Com'rs v. F.C.C., 525 F.2d 630, 64142 (D.C.Cir.), cerr. denied, 425
U.S. 992 (1976), and cases cited therein for the principle that common carriers need not serve the whole public, and that
their services may be so specialized as to be of possible use to only a fraction of the total population.

%47 U.S.C. Section 332(c)(1) (1993).

"H.R. Rep. No. 103-111, 103rd Cong., lst Sess. 260 (1993).



Classifying Small Companies as CMS Providers is Not a Problem

In spite of scattered suggestions that classifying small companies (such as dispatch
companies) as CMS providers will result in difficulties for them, even the smallest company
should nor be disadvantaged by such classification.

There is No Regulatory Disadvantage to CMS Classification. Classifying small
companies as CMS providers should not be a problem if CMS providers are subjected to
permissive detariffing ("forbearance") -- as the Omnibus Budget Reconciliation Act clearly
permits. As amended, the Act provides that the Commission may subject CMS providers to
forbearance by determining thar enforcemen: of regulatory provisions are not necessary in order
to (1) "ensure rhat the charges, practices, classifications, or regulations for or in connection
with that service are just and reasonable and are not unjustly or unreasonably discriminatory,”
(2) protect consumers, and (3) that such a finding is consistent with the public interest.* The
only provisions which may not be forborne are those obligating common carriers to furnish
service upon reasonable request, providing for just and reasonable rates, prohibiting unjust and
unreasonable discrimination, and authorizing parties to seek redress by application to the
Commission.’

If forbearance is applied, companies which are classified as CMS providers will suffer
no new regulatory burdens or obligations, and will not have to change their contracts with their
customers, nor the way they do business. The rationale used to justify forbearance of non-
dominant carriers in the Competitive Carrier proceeding will support a finding that CMS
providers need not have to file tariffs, nor will they be required to file section 214 applications
in order to initiate or terminate service, in order to serve the public interest. Sufficient evidence
exists of competition in the mobile services marketplace to support such a finding.

Likewise, as the Commission’s Regulatory Parity Notice tentatively concludes, such
provisions as Sections 219 (annual and other reports) and 220 (accounts, records and
memoranda; depreciation charges) do not directly protect consumers from unjust rates or other
similar harms, while imposing costs of compliance which are out of proportion with the
protections afforded by them. Thus, SMRs may be classified as CMS providers and subjected
to forbearance, releasing them from burdensome regulatory requirements.

There are Economic Benefits to CMS Classificarion. Not only is there no disadvantage
to small companies who are properly classified as CMS providers, there are important economic
benefits. Classifying small companies as CMS providers will allow them to offer new services
and features to their users, as new technologies are developed. For example, as CMS providers,
traditional dispatch companies may be able to offer new digital applications in addition to their
voice services. SMR spectrum could be used to provide a wireless data service just as FM radio

¥47 U.S.C. Section 332(c)(1) (1993).

The amendment to the Act provided that the Commission would not forbear from applying Sections 201, 202
and 208 of the Act to CMS providers. 47 U.S.C. Section 332(cX1).



broadcasters are able to provide data services and cellular companies simultaneously can provide
voice and data service via Cellular Digital Packet Data (CDPD).

Spectrum is too scarce a resource to allow artificial regulatory restraints to frustrate
development and deployment of the most efficient -- and highest valued -- technoliogies and
services. Classifying SMR providers as CMS providers will create opportunities for more
investor interest and developmental efforts by equipment manufacturers, as well as incentives
for service innovation. In fact, CMS classification will enable SMR providers to offer full
interconnection and allow them to serve a broader public, which private classification by and
large wouid foreclose.

Transition Period as a Safeguard. To the extent that providers of services which were
formerly classified as private land mobile radio services are affected by the creation of CMS,
the Act provides a one year period for the Commission to adopt modifications to its rules in
order to effect the transition to the new treatment of such services. Thus, there is no need to
fear that a sudden shock will disrupt the mobile services marketplace, even with respect to the
small SMR service providers.

Private Mobile Services and Functional Equivalence

Private Mobile Services are and should be a much smaller body of services, clearly set
apart from Commercial Mobile Services.

The Act itself defines Private Mobile Service as "any mobile service (as defined in
section 3(n)) that is not a commercial mobile service or the functional equivalent of a
commercial mobile service, as specified by regulation by the Commission. "*°

The legislative history of the Omnibus Budget Reconciliation Act makes it clear that
Congress conceived of Private Mobile Services as a small subset of mobile services, intending
to redress the growth of disparately-regulated but functionally-equivalent services after the
establishment of private land mobile services as a classification in 1982.'" Such largely
unregulated services grew in capability and in availability to rival public, regulated services,
with SMR alone serving over 1.5 million users. Congress therefore adopted regulatory parity
to redress this situation, ensuring that “equivalent mobile services are regulated in the same
manner. "2

Examples of private mobile services would include such Part 90 services as the Petroleum
Power Service and other, internally-oriented, non-commercial services which are not the
functional equivalent of CMS.

1947 U.S.C. Section 332(d)(3).

'1Under the former Section 332, adopted by the Communications Amendments Act of 1982, P.L. No. 97-259,
96 Stat. 1087, 1096 (1982).

2House Report at 259.



Funcrional Equivalence. The Budget Act clearly directs that "functionally equivalent"
services are to be treated in a like manner, i.e., classified and treated as CMS. Services which
meet the CMS definition are automaticaily to be so classified as are services which are their
Junctional equivalents even if not squarely within the CMS definition. Thus, non-profit or non-
interconnected services which are the functional equivalents of CMS services should be treated
in a like fashion. Again, this will not result in the imposition of any new burden on such a
service or its provider if CMS is subjected to forbearance.

The appropriate tests 10 determine functional equivalence are product substitutability and
customer perception. This is consistent both with antitrust law and Commission precedent, both
of which look to such indicia in order to determine the likeness of products or services.

Although the legislative history permits the Commission to make a determination of non-
equivalency on the basis of an interconnected mobile service’s failure to employ frequency or
channel re-use to augment the number of channels available for its service, in conjunction with
not making service available in a wide geographic area, this is not an appropriate finding.*?

System capacity and service area size are not appropriate criteria for regulatory
classification -- nor are they appropriate standards for a determination of "non-equivalency.”
Such criteria, in fact, invite inefficiency and balkanization of the telecommunications
infrastructure by providing incentives for isolation and incompatibility, inasmuch as other service
providers -- both wireline and wireless -- have knitted together separately-owned and operated
exchanges and systems in multiple markets to make possible innovative and efficient nationwide
service.

Self-Classification. Permitting licensees to select or self-classify themselves and their
offerings as private mobile or CMS is appropriate with respect to services which are not clearly
within the CMS definition and which are not the functional equivalent of CMS services, but any
licensee that provides a CMS service must fully comply with the CMS rules.

BConference Report at 496.



i)
kY

———

\

Z
RTATIVED Sc

e Y e

fes '3

Building The
Wireless Future
FESL L LUHM COMMISSION
CF= IV T1 UE
SLCRETARY CT]éﬁl
eliular

Telecommunications
Industry Association
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February 8, 1994

William F. Caton

Acting Secretary

Federal Communications Commission
Room 222

1919 M Street, N.W.

Washington, D.C. 20554

Re: Ex Parte Presentation

Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

202-736-3248 Direct Dial

Michael F. Altschul
Vice President,
General Counsel

GEN Docket No. 90-314
Personal communications Services

Dear Mr. Caton:

On Tuesday, February 8, 1994, Justin L. Jaschke, President of
CenCall Communications Corporation, and Michael F. Altschul, Vice
President and General Counsel of the Cellular Telecommunications
Industry Association, met with Ms. Karen Brinkman, Legal Advisor to
Chairman Reed E. Hundt, Mr. Rudolfo M. Baca, Legal Advisor to
Commissioner James H. Quello, and Ms. Lisa Smith, Legal Advisor to
Commissioner Andrew C. Barrett, to discuss the pending issues in
the above-captioned proceeding. The attached presentation sets
forth the substance of the views expressed in connection with this
matter.

Pursuant to section 1.1206(a) (1) of the Commission's rules, an
original and one copy of this filing are being filed with your
office.

If there are any questions concerning this submission, please
contact me at (202) 785-0081.

Sincerely,
Michael Altschul
cc: Karen Brinkman

Rudy Baca
Lisa sSmith
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